DD 7600. 7-M

CHAPTER 12

REPORTING AUDI T RESULTS

A. PURPCSE

This chapter covers the reporting of the results of audits performed by DoD

internal audit organizations. Specifically, the chapter describes the form
distribution, tineliness, contents, and presentation of po audit reports and

suggests formats to be used.

B. BACKGROUND

Audits are made primarily to assist managenment in arriving at sol utions
to problems and in devising better ways to do business. Many benefits to the
audi ted activity occur during an audit through meaningful discussions of the
audit results with the activity' s nmanagenent. These di scussions often |ead to
on-the-spot corrections. The basic purpose of the audit report IS to document
the audit results and outline a corrective action programto be followed. Audit
reports are used for a variety of purposes. For exanple, they are used by: the
activity to which the recomendation is addressed to develop a corrective action
program management as part of the followp process; congressional committees
to eval uate budget requests and other |egislative acts; top Defense officials
to identify problens and trends that nmay have Component-wide Or Def ense-wide
repercussions; internal and external audit and inspection officials to adjust the
scope of their reviews; and instructors as training aids or case studies.

C. APPLICABILITY

The provisions of sections D through | of this chapter are mandatory for all
DaD I nternal audit, internal review, and mlitary exchange audit activities
(hereafter referred to collectively as “pominternal awdit organizations”). In
addition, pboointernal audit organizations are strongly urged to use the sug-
gested formats in section J of this chapter, although their use is not mandatory.
Certain procedures described in this chapter may not apply to every audit, but
the principles and objectives remain mandatory. The term “should” is used to
denote the desirability of an action.

D. STANDARDS AND PQLICIES

~ Al internal audit organizations shall issue audit reports fully complying
W th standards for reporting as set forth in the “CGovernment Auditing Standards”

(reference (c) ). These reporting standards deal with form distribution, tine-
| i ness, report contents, and report presentation.

E. FORM

Auditors shall report the results of their audit work in witing. Witten
reports are necessary to: communicate the results of audits to officials at all
| evel s of _government, nake the f indings and recommendations | ess suscepti bl e
{ 0 misunderstanding, make the f indings available for public inspection, and
facilitate followp to determ ne whether appropriate corrective measures have
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been taken. The requirement t0 use a witten report is not intended to [imt or
prevent discussions of findings, judgments, conclusions, and recommendations Wi th
persons who have responsibilities for the area being audited. On the contrary,
such discussions are required by Chapter 8 of this Munual, “Performng Audits. ”
However, a witten report shall be prepared upon completion of each audit
regardl ess of whether such discussions are held. If one or nmore of the major
obj ectives of an audit IS completed, a nunbered audit report (standard report
format or letter report format) shall be issued. It is not appropriate to close
out efforts of this nature with unnumbered | etters, menoranda, or other informal
correspondence. See Section J of this chapter for guidance in determning the
particular report format to be used. Pertinent security regulations covering
presentation and safeguarding of classified material shall be followed. Wen

an audit IS terminated prior to completion, the auditor shoul d communicate t he
termnation in witing to the auditee and other appropriate officials.

F. DISTRIBUTION

Witten audit reports shall be submitted to appropriate officials both of the
organi zation audited and the organi zation requiring or arranging for the audits
unl ess legal restrictions or ethical considerations prevent it. Copies of the
reports shall also be sent to officials responsible for monitoring internal
controls, other off icials responsible for taking action on audit findings, and to
others authorized to receive such reports. Unl ess restricted b?/ | aw or regul a-
tion, copies of audit reports shall be made available for public inspection. As
a general rule, audit reports should be submtted to all interested officials.
Pertinent security regulations covering the release of classified material shall
be followed. Procedures for review and distribution of reports f ran independent
public accountants are included in pod Directive 7600.9 (reference (q) ).

G Tl MELI NESS

Awdit reports shall be issued promptly to nmake the information available

for timély use by management and |egislative officials and to permt prompt
Initiation of follow-up acti on.

1. Each internal audit organi zation shall establish a time standard or a
series of time standards for each major mlestone in the audit report process ,
whi ch shall be used for evaluating and inproving the time it takes to issue a
report. Cenerally, draft reports issued nore than 60 days after campletion of
the field work and final audit reports issued nore than 120 days after the draft
report 1s issued shall be considered untinely.

2. In those instances where the audit activity is unable to obtain manage-
ment coments in a timely manner, the final report may be issued w thout them
Action should then be taken to obtain and resolve final management comments
during the audit report resolution process.

3. Auditors should consider interimreporting of significant matters to
appropriate off icials during the audit. This is not a substitute for a final.
witten report, but it does alert officials to matters needi ng immediate

att_entio(r; and permts themto take corrective action before the final report
IS issued.
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H  CONTENTS

The audit report shall include pertinent information on the follow ng:

1. Audit Entity. The audit entity iIs the organization, program system or
other area that was audited. The audit entity nust be accuratelv and precisely
included i n the audit report title and elsewhere in the report as a prerequisite
to understanding the other parts of the audit report. Mst audits conducted by
DaD internal audit organizations, whether perforned at a single location or on
a coordinated multilocation basis, are limited to specific areas of operations
that are identified as being particularly significant. Special care nust be
taken to see that the audit report does not inply greater audit coverage than
was actually provided.

2. . The scope paragraph shall tell the reader what the auditors
did and did not do. The scope shall clearly indicate which elenents of audit
exam natiorr-the accomplishment of established objectives and goals f or
operations and programs; the reliability and integrity of information; the
compliance Wit h policies, pl ans, procedures, |aws, and regul ations; safeguarding
of assets; and economical and efficient use of resources-were covered during
the audit and the extent of such coverage. Any |[imtations in scope, such as
restricting the audit to specific activities or |ocations, shall be clearly
spel l ed out .

3. Methodology. The stat-t on nethodol ogy should clearly explain the
evi dence gathering and anal ytical techniques used to accomplish the audit
objectives. The explanation should identify any assunptions made in conducting
the audit; describe any comparative techniques applied and nmeasures and criteria
user(]j OIto asgess performance; and if sanpling is involved, describe the sanpling
met hods used .

4, Qpbjectives. Unlike nost audits in the private sector, internal. audits
wthin the Departnment of Def ense are seldam |imted to certifying to the
reliability of financial. statements. As required by Chapter 3 of this Manual,
"audit Concepts, " nost DaD internal audits are mission-oriented audits invol ving
eval uations of various aspects of the ef festiveness and economy of organizations ,
programs, systens, and other audit areas. The mssion-oriented audit concept
does not preclude an audit activity f rom auditing support activities but,
instead, requires placing audit enphasis on the mssion areas of the entity
selected for audit, whether it is a program system or a supporting activity.
Since each pab internal audit is usually unique, audit objectives nust be
carefully fornulated at the start of the audit and nust be clearly stated and

covered In the audit report. Normally, there is an overall objective and series
of specific objectives, all of which are related to the overall objective. Wile
objectives related to the ef festiveness of the major mssions are nost inportant,
those dealing with internal controls, compliance, and action on prior recommenda-
tions are also inportant and nust be clearly stated. Chapter 8 of this manual,
“Performng Audits, " establishes procedures for devel oping audit objectives.

a. Internal Controls. Normally, each audit shall include an eval uation
of internal controls for the area audited. This evaluation is generally not
stated as a specif ic objective of the audit, although the report shall state
that the audit “. . . included such tests of the internal controls as considered
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necessary. "™ However, when a major objective of the audit is to evaluate internal
controls, this shall be listed as one of the specific objectives of the audit.
There are a nunber of reasons why a study and evaluation of internal control

may not be nmade. For exanple: the entity may be too small to have an adequate
internal control system the audit can be performed more efficiently by expanding
substantive audit tests, thus Placing very little reliance on the internal

control system or the internal control systemmy be so weak that the auditor
has no choice but to performsubstantive- testing. |n addition, each schedul ed
audit shall include an evaluation of managenent’s ef f activeness in inplementing
the Internal Control Programas it relates to the scope of the audit.

_ b. Compliance. Mbst audits require sane determination of compliance
with appropriate [aws and regul ations. Compliance i S not usually stated as an
objective for the audit although nonoompliance With |aws, regul ations, procedure,
etc. , nust be identified in the report. However, when a major objective of the
audit 1S to determ ne compliance, conpliance shall be listed as one of the
specific objectives of the audit.

c. Action on Prior Recommendations. Followup on corrective action taken
b% managenent 1s an inportant part of everyaudit. Wwhen a major objective of
the

audit concerns followup ON prior r ecommendations, this shall be shown as a
specific objective of the audit.

- 5. Background. The audit report shall contain sufficient background
informatton to provide the reader wth an adequate understanding of the audit

entity. Information about the size, volume, and nature of operations of the
audit entity, for exanple, provide a perspective agai nst which the significance
of audit findings and conclusions can be judged. Readers should not be expected
to possess all the facts that the auditor has since many audit reports, particu-
larly those issued by the DaD internal audit activities, are used by personnel
In organizations and activities far removed f ran the activity audited. Even
when the distribution of reports is limted to |evels of management directly
responsi bl e for the operation being reported on, a brief description of the
mssion, available resources (amount and type funds) , and size of operations or
vol ume of transactions during the audit period provides a ready reference to
such information for those managers involved and informs all readers of the
significance of the audit subject.

- 6. Period Audit Perforned. The audit report shall show the period during
which the audit was perforned.

7. Period Covered by the Audit. The audit report shall show the period
covered by the audit.

8. Conformance Wth Auditing standards. The audit report shall state,
“The audit was made 1 n accordance Wth Government Auditing St andards. " Wien
appl i cabl e standards are not followed, the auditors shoul d nodify the statenent
to disclose the required standard that was not followed, the reasons therefor,
and the known effect on results of the audit. |n conducting government audits,
| ndependent public accountants are required to f ollow general |y accepted auditing
standards as well as the standards set forth in Chapters 3, 4, and 5 of the
“CGovernment Auditing Standards” (reference (0 ) .
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9. Statenment on Internal Controls

a. For each performance audit, the audit report shall identify the
significant internal controls that were assessed, the scope of the auditor’s
assessnent work, and any significant weaknesses found during the audit. For
performance audits, the reporting on internal controls wll var%/ dependi ng on
the significance of any weaknesses found and the relationship of those weaknesses
to the audit objectives. In audits where the sole objective is to audit the
Internal controls, weaknesses found of significance to warrant reporting shall
be considered deficiencies and shall be so identified in the audit report. The
internal controls that were assessed shall be identified for full presentation of
the findings. In audits having as their objective an assessment of performnce,
auditors, 1n seeking the cause of deficient performance found, mayidentify
weaknesses in internal controls of such significance to be a key reason for the
deficient performance. In reporting f Wngs, the deficiencies in internal
controls woul d be identified as the ‘cause. ”

b. For each financial audit, the auditors shall prepare a witten report
on their understanding of the entity's internal control structure and the assess-
ment of control risk. The report may be included in either the auditor’s report
on the financial audit or a separate report. The auditor’s report shall include
as mni num

_ (1) The scope of the awditor's work in obtaini ng an under st andi ng of
the internal control structure in assessing the control risk.

(2) The entity's significant internal controls or control structure,
including t he controls established to ensure campliance Wth |aws and regul ations
that have a material inpact on the financial statements and result of the finan-
cial related audit.

(3) The reportable conditions, including the identification of
material weaknesses, identified as a result of the auditor's work in under-
standi ng and assessing the control risk.

c. In addition to the above reporting requirenents, each audit report
shal | al so sumarize the audit results on how well nanagenent had inplenmented
the internal control program as it is related to the scope of the schedul ed
audit. More details on the auditor’s responsibilities for eval uation of internal
controls are contained in Chapter 10 of this Munual, “Audit Requirenents
Generated by Sources External to D@

10. Campliancewith Laws and Requlations. The report shall include
all significant iInstances of noncompliance and abuse and all indications or
i nstances of illegal acts that could result in crimnal prosecution that were
found during or in connection wth the audit. IIIePaI acts may be covered in
a separate report if including themin the overall report would compromise
I nvestigations or legal proceedings or otherw se preclude the report fran
being released to the public. For all financial audits, this statement shoul d
contain a statenent of positive assurance on those itens which were tested for
compliance and negative assurance on those itens not tested.
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11. Audit Conclusions. The report shall contain a specific conclusion on
each of the stated audit objectives. This is perhaps the nost inportant portion
of the report. Auditors should be able to reach conclusions on the stated audit
objectives if they followed suitable evaluation criteria and conducted the audit
in accordance with appropriate auditing standards. Managenment expects and iS
entitled to this type of sumary evaluation. Failure to provide such a sumuary
eval uation deprives management of a significant service. Aso, report balance
and objectivity can be seriously inmpaired by not collectively putting the inpact
of individual deficiency f indings (e.g., - potential savings, funds that could be
put to better use, inprovenents in efficiency, etc. ) in proper perspective.

12. Financial Statements. For financial audits, the audit report shall
contain a copy of the financial statenents reviewed and an opinion on whet her
the financial statenents were prepared in accordance with generally accepted
accounting principles. The report shall identify those circunstances in which
such principles have not been consistent|ly observed in the current period in
relation to the preceding period. Unless otherwise stated in the auditor's
report, i nformative disclosures are to be regarded as reasonably adequate.

The audit report shall contain the auditor's opi nion regarding the financial
statements taken as a whole, or an assertion to the effect that an opinion can
not be expressed. The Anerican Institute of Certified Public Accountants (AICPA)
Statements on Auditing Standards for reporting, to the extent they are relevant,
shal | be followed onn?i nancial audits. These standards are set forth in the
AICPA's "Codif ication of Statements on Auditing Standards” (reference (pp) )

13.  Photographs, Charts, and Simlar Presentations. Effective use shoul d
be made of capiions, photographs, charts, graphs, atfachments, appendices, and
exhibits to highlight areas and to organize the narrative. Lengthy explanations
and supporting data should generally be covered in attachments rather than in the
main body of the findings.

14. Audit Findings. Each audit finding shall normally show criteria,
condi tion, cause, and effect. However, the el ements needed for a complete
finding depend on the objectives of the audit. In all instances, sufficient,
competent, and relevant i nf ornmtion about findi ngs shal|l be included to pramote
adequat e understanding of the matters reported and to provide convincing and fair
presentation in proper perspective.

a. Citeria. This element sets forth the standards, neasures, or
expectations used 1n making the evaluation or verification. |t shows “what
should be. " In the absence of definitive, externally defined, authoritative
criteria, as is often the situation, auditors have to rely on their own profes-
sional knowledge and experience in selecting suitable evaluation criteria. In
such cases, however, the auditors nust assume the responsibility of convincing
officials of the audited activity and other recipients of the report that the
evaluation criteria are valid and reasonabl e.

b. Condition. This elenent presents the factual evidence that the
auditor found in the course of the examnation. Nornally, a clear and accurate
statement of the condition evolves f ran the auditor’s comparison of the results
of fact finding procedures With appropriate evaluation criteria.
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c. Cause. This elenment shows the reason for the difference between
the expected and the actual conditions. |t answers the question, “Wy did
it happen?® If the condition has persisted for a long period of time or is
getting worse, this aspect would normal|ly be described. Identification of the
cause of an unsatisfactory condition is a prerequisite to making neani ngful
recommendations for corrective actions. Failure to identify the cause in
a deficiency finding may nean that the cause was not ascertained due to

limtations or defects in audit work or that it was omitted to avoid direct
confrontation wth responsible off icials. To identify the root cause of an
adverse condition, audit findings should not nerely state that prescribed pro-
cedures were not followed, but should indicate the reason(s) why they were not.

d. Effect. This element shows the risk or exposure managenent faces
because the area being audited is not working the way it i s supposed to. |t
indicates the inpact of the disparity, and shows the extent of the risk inherent
in continuing a deficient procedure, practice, or control. The significance
of a condition is usually judged by its effect. Proper statenent of effect is
val uabl e i n convincing managenent to correct adverse conditions disclosed by
the auditors. In program audits, shortfalls in attaining program objectives
or reductions in available resources are appropriate nmeasures of effect and
frequently can be expressed in quantitative terms such as dollars, number of
personnel, units of production, quantities of material, number of transactions,
and el apsed tinme. |If an actual effect cannot be ascertained, a potential or
I ntangi bl e effect can scmetimes be useful. in showng the significance of a
cordition. Chapter 8 of this manual, “Performng Audits ,“ establishes require-
ments for identifying, computing, reporting, and accumulating | nformation on
potential benefits from audit. It IS nost inportant to point out tO management
and readers of the report the estimated savings that could be realized if the
auditors' I econmendations are fol | oned.

15. Recommendations. The audit report shall contain specific and realistic
recommendations for actions to correct problemareas noted during the audit.
Each recommendation shall identify the suggested renedial action and answer the
8ue_stion, “Wat is the solution?” The relationship between the audit recommen~
ation and the underlying cause of the condition should be clear and | ogical.
Each aspect of the deficiency should carry a correspondi ng recommendation. | f
full corrective action wll take 1 or 2 years to complete, the auditor should
consi der al so maki ng recommendations to i nprove conditions in the interim period.
A recommendation nerely to comply W th regul ations or laws shall not be made.
Instead, if appropriate, the auditor shall recommend specific actions needed to
cause compl iance. Further, when appropriate, the auditor shall recommend changes
to regulations and | aws.

16. Views of Managenent Officials. Chapter 8 of this Mnual, “Performing
Audits, " requires that draft reports be staffed with management officials
responsible ‘for taking corrective actions. Manag-t's views on findings,
recommendations, and potential nonetary benefits shall be obtained in witing;
and appro,oriate changes shall be made to the report. Further, pertinent views of
responsi bl e managenment off icials concerning the auditors’ findings, conclusions,
and r ecommendations shal | be incorporated into the audit report. Managenent
camments may be included verbatim although obvious errors in spelling, grammar,
and sentence structure shall becorrected, and material no |onger appropriate
because the report has been revised shall be deleted. Extrenely |engthy comments
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may be summarized. |f doubts exist about the auditor’s presentation of manage-
ment’ s position, discussions should be held with the respondent prior to issuance
of the final report. The final report is the product of the audit activity and
not a forumfor the audited activity to cast doubt upon the credibility of the

auditors or to confuse issues. The audit activity shall always retain the right
to include only pertinent, responsive, and rational comments.

17. Auditor's Position. |f the awditor di sagrees with nmanagenment’s views on
the audit recommendations or considers the views to be nonresponsive, the auditor
shal | state the reason for refuting themin such a way as to convince an indepen-
dent third party of the correctness of the auditor’s position. Conversely, if
t he auditor finds managenent’s views to be valid, the auwditor shal |l make
appropriate changes to the audit report.

18.  Noteworthy Accomplishments. To provide appropriate bal ance, the report
shal | contain a description of noteworthy accanplishments, particularly when
nmanagement | nmprovenment in one area may be applicable el sewhere. The inclusion of
such accomplistments may al so lead to inproved performance by other Government
organi zations reading the report.

19. Action on Prior Recommendations. FEach audit report shall include a
summary Section that evaluates corrective actions taken by managenment in response
t 0 recommendations i n prior audit reports as they relate to objectives of the
current audit. |f any of the findings in the current report cite conditions sub-
stantially the same as those previously reported, this fact shall be disclosed.
This disclosure shall be nade whether or not the cause of the current conditions
and the recommendations t0 correct the current conditions are the same as those
in the prior report. |If the prior report was issued nore than 5 years before the
current audit began, a finding shall not be classified as a repeat, even if it
represents substantially the same condition that was previously reported. Each
audit report shall also indicate, whether in the sunmary section or in a separate
section or appendix, which reports and recommendations were revi ewed and the
result of followup Work on each recommendation. |f a followup revi ew was previ-
ously made and the issues were closed satisfactorily, additional followup shoul d
be unnecessary.

20. Issues Needing Further sStudy. |f the scope of the audit or other factors
limt the auditor s ability to inquire into certain matters which should be
studied, the auditor shall include in the report a statement about such matters
and the reasons why further study i S required.

21, Omssion of Privileged or Confidential Information. The report shall
contain a statenment rndicaiing whether or not any pertirnent informtion has been
omitted because it Is deemed to be privileged or confidential. Information of
this type may be prohibited f ran general disclosure by re?ulation. | f pertinent
information is omitted, the nature of such information shall be described and the
| aw or other basis under which it was wthheld shall be stated. If a separate
report was (wll be) issued on anyomitted information, it should be so indicated
I n the report.
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|.  REPORT PRESENTATION

Report presentation shall comply with the following factors:

1. Accurate and CanPlete Support. The audit report shall present factual
data accurately and T airly, report results inpartially, and include only infor-
mation, f indings, and conclusions that are adequately supported by sufficient
evidence in the auditor’s working papers. One inaccuracy in a report can divert

attention from the substance of a report. The use of statistical methods in
projecting audit results is encouraged. |n nost cases, a single exanple of a
deficiency is not sufficient to support a broad conclusion or a related recommen-
dation. However, once the condition is adequately supported, additional detailed
supporting data need not be included in the report. only findings that are
substantive in relation to the size and nature of the activities or prograns

audi ted should be included in the report.

2. Convincingness. The audit report shall present findings and concl usions
in a convincing nmanner, distinguishing clearly between facts and opinions.
The information in reports shall be sufficient to persuade the readers of the
| mportance of the findings, the reasonabl eness of the conclusions, and the
desirability of accepting the recommendations.

3. (njectivity. The audit report shall be objective, unbiased, and free
of distortion. [t shall be fair and not m sleading and shal | pl ace prinary
emphasis on matters needing attention. The auditor shall guard agal nst the
tendency to exaggerate or overenphasize deficient perfornmance. The information
needed to provide proper report balance and perspective shoul d include: the
reason the audit was made; tne size and nature of the activities or progranms
audi ted; and correct and fair descriptions of findings, including appropriate
i nf ormation on sanpling nethods, if used.

4. Carity and Sinplicity. The report shall be witten in |anguage as clear
and sinple as the subject matter_permits. The auditor shall not assune that
readers have detailed” know edge of the subject. The use of acronyns and abbre-
viations shall be kept to a minimm. [f unfam/|iar abbreviations, acronyms, or
technical terns are used, they shall be clearly defined.

5. Conciseness. The audit report shall be concise but contain enough infor-
mation to be understood by users and third parties. Tm nuch detail detracts
fram a report, may conceal the real nmessage, and may confuse or discourage
readers.

6. Campleteness. Audit reports shall be complete and shall contain suff i-
cient I nformation about background, findings, conclusions, and recomendations to
pramote adequate understanding of the matters reported and to provide convincing,
but fair, presentations in proper perspective.

7. Constructiveness of Tone. Audit reports shall place prinmary emphasis
on I nprovenents. Cri t1CS.1 coments shoul d be presented in a proper perspective
bal anced agai nst any unusual difficulties or circunstances faced by nanagement.
Audit reports should not contain language that unnecessarily generates def ensive-
ness and opposi tion. Management shall be given appropriate credit in the audit
report when it initiates tinmely actions to correct deficiencies.
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J.  REPORT FORMAT

This section suggests report formats for the various type of reports
i ssued by pointernal audit organizations. These formats Incorporate the

nost desirable features of the reports used by each of the DoD internal audit
organi zations. Al though use of the formats |s optional, all the provisions

of sections E through | of this chapter, which specify report content, are
mandatory and shall be complied W th. Suggested report formats for the various
types of reports are:

1. Standard Report. The standard report format (enclosure 1) should
normal [y be used on audits of appropriated and unappropriated funds, including
overal | reports on multilocat ion audits. Sane nodification will be needed to
accamodate unusual conditions, such as when only a single finding was devel oped

or when the report results from audit Wwork performed under the Commanders Audit
Program

2. Advisory Report. This format is used to present significant problens
of wde interest which were documented during a multilocation audit or a series
of single location audits. Advisory reports (see enclosure 2 for format) are
given wide distribution, particularly to activities that have not had recent
audit coverage, who are then encouraged to identify and correct simlar problens
t hat dy exist within their operations. Views of managenment officials are not
require Since adV|sor¥ reports are witten for people who are famliar wth

e

the areas discussed in the report, lengthy and detailed discussions are generally
not necessary .

3. Quick Reaction Report

a. The quick reaction report (see enclosure 3 for format) is a letter
used for interimreporting of situations demanding immediate action to prevent ,

correct, or reduce a situation that cannot be handled by normal reporting
methods . Situations which mght warrant quick reaction reporting are:

Pendi ng procurenments that are not in the best interest of the
Department of Defense

Waste of |arge sunms of noney or other Government resources.
Endangered |ives.
Il1egal actions.

Proposed or ongoing actions that could cause significant
embarrassnent to the Department of Defense.

b. Normally, a problemcovered in a quick reaction report will be
reported in a standard report that will also include an evaluation of the area
I n which the problem was found. Recommendations ot her than those in the quick
reaction report normally wll be needed to correct procedural weaknesses that |ed
to the problem In such cases, the problemreported in the quick reaction report
shoul d be used as an exanple in a finding that discusses the need to correct the
procedural weaknesses. |f appropriate action is taken on a quick reaction
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report, it may not be appropriate to repeat the recommendations made in the
quick reaction report. Reference, however, should be made to the quick reaction
report, the actions recommended, and the actions which were taken by command as a

result of the quick reaction report.

4, Letter Report. This report (see enclosure 4 for format) is used when an
audit is curtalled because of lack of sufficient adverse conditions and shoul d
not be used when significant conditions and related recamendations are
present ed.

5. Menorandum of M nor Findings. This |etter t%/ pe report (see enclosure 5
for format) wll Dbe released concurrently with the formal report. It should
be used to report deficiencies excluded from the fornal report because these

deficiencies are considered to be of mnor significance.
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DaD 7600. 7-M

SUGGESTED FORMAT FOR STANDARD AUDI T REPORT

Cover

Cover Sheet
Audit report nunber
Date of 1ssue
Nane of audit
Location of audit

Letter of Transmttal
Coj ectives and scope
Multilocation rel ationships
Auditors' concl usi on on each objective
Brief ly summarized recommendations
| ndi cation of position of each |evel of management to which
recammendations are directed
Reference to contents of report

Tabl e of Contents
ldentification of each part of the report
Idengific?tion of each finding by al phabetical or numerical designation
and title
| dentification of each appendix to the report

Part | - Summary

Subj ect of audit

Audit objectives and scope

Stateinent of auditing standards followed

Period during which audit was perforned

Period covered by the audit

Audi t location/multilocation rel ationships

Sumnary eval uation

Conclusion on each stated objective

Qt her observations and conclusions, including managenent accomplishments

Eval uation of internal controls and results thereof

Eval uation of managenment’s internal control review programfor area
under audit

Constraints placed on program accomplistment

Qther relevant matters such as statement whether any pertinent
I nformation was omitted f ran report

Statement of mssion and resources

| dentification of repeat findings

Part Il - Findings, Recommendations, Command Camments and Auditors Remarks
Fi ndi ng
Fi ndi ng paragraph
Criteria
Condi tion
Encl osure 1
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Condi tion
Cause

Ef feet
DI scussl on

Potential benefits achievable (e.g., nonetary savings, funds put to
better use, etc. ) , if applicable
Recammendations

Managenment comments -
Auditor’s remarks

Part |1l - Auditor’s opinion and financial statements*
Auditor’s opinion statenent
Financial statenents
Bal ance sheet
| nCane st at ement
Notes to financial statements

Appendi ces
Followap on prior findings

Qther appendi ces _
Maj or contributors to the audit report

*Applies only to financial. audits.
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SUGGESTED FORMAT FOR ADVISORY REPORT

Cover

Cover Sheet
Audit report nunber
Date of issue
Nane of audit
Location of audit

Letter of transmttal
Purpose of the report
Cbservations and concl usi ons about the general problem areas
| dentification of who should receive the report and what is expected
of each addressee
| dentification of who in the audit activity should be contacted for
addi tional information

Tabl e of Contents
| dentification of each part of the report
| dentification of each problem by al phabetical or numerical
designation and title
| dentification of each appendix to the report

Part | - Summary
Pur pose and scope
Overal | concl usions
Common pr obl ens

Part Il - Problens and Suggested Actions
Probl em
Summary Of probl em

Di scussi on of problem
Suggested act ions

Appendices

Encl osure 2
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SUGGESTED FORMAT FOR QUICK REACTI ON LETTER

| ntroduction
Statement of problem

Expl anation of urgency of problem _
Benefits possible fromtaking immediate action

Backgr ound*

Results of Audit
Probl em
Detai|ls about problent*
Ur gency
Magni t ude
Recammendations***

Request for Managenment Comments

* Should be sufficient to permt reader to understand problemand its
ur gency.

**  Shoul d show cause and ef feet to the extent known.

*** Deals with actions to be taken immediately.

Encl osure 3
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SUGGESTED FORMAT FOR LETTER REPORT

| ntroduction
bj ectives and scope
(hservations and concl usi ons
M ssion and resources

Results of Review
Overal | concl usion | o
Concl usion on each survey or audit objective

Di scussion of Results
Reference to date of discussion
Request for comments
Reference t0 fornmal managenent reply process
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Encl osure 4
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SUGCESTED rORMAT FOR MEMORANDUM OF M NOR FI NDI NGS

Purpose of letter

Synopses of mnor conditions found and suggestions to correct
Solicitation of any comments managenent w shes to nake

Reference to formal nmanagenent reply process

Encl osure 5
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